GOV 

DOC 

CA2 

AL 

ARR 

F37 

1986 


GOV  PUB 


ALBERTA  LEGISLATURE 


OFFICE  OF  THE  AUDITOR  GENERAL 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1986 


JUN  29*987 

GOVERNMENT. 
PUBLICATIONS 


DONALD  D.  SALMON,  C.A. 
AUDITOR  GENERAL 


CX  LIBRIS 
UNIVERSITATIS 
ALBERT/EN  SIS 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 
FINANCIAL  STATEMENTS 
DECEMBER  31,  1986 


Auditor's  Report 

Balance  Sheet 

Statement  of  Operations 

Statement  of  Changes  in  Financial  Position 

Notes  to  the  Financial  Statements 

Schedule  of  Long-term  Debt 

Schedule  of  Sinking  Fund  Assets 


OFFICE  OF  THE  AUDITOR  GENERAL 


mVcmW  LIBRARY 
UNIVERSITY  OF  ALBERTA 


ALBERTA  LEGISLATURE 
OFFICE  OF  THE  AUDITOR  GENERAL 


AUDITOR'S  REPORT 


To  the  Board  of  Directors  of  the 

Alberta  Resources  Railway  Corporation 


I  have  examined  the  balance  sheet  of  the  Alberta  Resources  Railway 
Corporation  as  at  December  31,  1986  and  the  statements  of  operations  and 
changes  in  financial  position  for  the  year  then  ended.    My  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  and  other  procedures  as  I  considered 
necessary  in  the  circumstances. 

In  my  opinion,  these  financial  statements  present  fairly  the  financial 
position  of  the  Corporation  as  at  December  31,  1986  and  the  results  of  its 
operations  and  the  changes  in  its  financial  position  for  the  year  then  ended 
in  accordance  with  the  disclosed  basis  of  accounting,  considered  appropriate 
in  the  circumstances,  as  described  in  Note  2  to  the  financial  statements 
applied  on  a  basis  consistent  with  that  of  the  preceding  year. 


C.A. 

Auditor  General 


Edmonton,  Alberta 
April  10,  1987 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


BALANCE  SHEET 


DECEMBER  31,  1986 


1986 


1985 


ASSETS 


Current: 
Cash 

Accounts  receivable 

Due  from  the  Province  of  Alberta 


Railway    (Note  3) 


$     416,828     $  1,319,763 
263,727  243,464 


1,960,631 
2,641,186 
39,991,217 
$42,632,403 


1,594,348 
3,157,575 
49,191,648 
$52,349,223 


LIABILITIES  AND  DEFICIT 

Current: 

Accounts  payable 
Accrued  interest  payable 

Note  payable  to  Provincial  Treasurer    (Note  4) 


Long-term  debt  (Note  5)  (Schedule  1) 
Deficit    (Note  4) 


$  127,078 
2,514,108 
163,859 

2,805,045 
39,991,217 
(163,859) 


$  874,975 
2,282,600 
354,136 

3,511,711 
49,191,648 
(354,136) 


$42,632,403  $52,349,223 


The  accompanying  notes  are  part 
of  these  financial  statements. 
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ALBERTA  RESOURCES  RAILWAY  CORPORATION 

STATEMENT  OF  OPERATIONS 
FOR  THE  YEAR  ENDED  DECEMBER  31,  1986 

1986  1985 

Revenue: 

Tonnage  rental                                                  $  3,745,943  $  2,901,755 

Interest                                                                 89,888  75,402 

Leases                                                                       40,817  44,090 

Miscellaneous                                                          14,793  14,793 

3,891,441  3,036,040 

Expenditure: 

Interest  on  long-term  debt                                   9,718,938  9,848,128 

Writedown  of  railway                                            9,333,776  9,741,924 

Miscellaneous                                                          51,359  52,165 

19,104,073  19,642,217 

Operating  loss                                                      15,212,632  16,606,177 

Sinking  fund  earnings                                             7,131,628  6,821,550 

Excess  of  operating  loss  over  sinking  fund 

earnings                                                        8,081,004  9,784,627 

Contribution  by  the  Province  of  Alberta    (Note  4)     8,271,281  9,784,627 

Net  income  for  the  year  190,277 

Deficit  at  beginning  of  year                                      354,136  354,136 

Deficit  at  end  of  year                                         $     163,859  $  354,136 
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ALBERTA  RESOURCES  RAILWAY  CORPORATION 


STATEMENT  OF  CHANGES  IN  FINANCIAL  POSITION 


FOR  THE  YEAR  ENDED  DECEMBER  31,  1986 


1986 


1985 


Operating 

Net  income  for  the  year 

Add  non-cash  items: 
Write-down  of  railway 
Net  change  in  working  capital 


Investing 
Additions  to  railway 


Financing 
Debt  retirement 
Sinking  fund,  net 


Increase  (decrease)  in  cash 
Cash  at  beginning  of  year 
Cash  at  end  of  year 


190,277 

9,333,776 
(1,093,212) 

8,430,841 


(133,345) 

(25,000,000) 
15,799,569 

(9,200,431) 

(902,935) 

1,319,763 


9,741,924 
489,391 

10,231,315 


(851,570) 

(8,890,354) 
(8,890,354) 
489,391 
830,372 


$       416,828       $  1,319,763 
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ALBERTA  RESOURCES  RAILWAY  CORPORATION 


NOTES  TO  THE  FINANCIAL  STATEMENTS 
DECEMBER  31,  1986 


Note  1  Authority 

The  Alberta  Resources  Railway  Corporation  operates  under  the 
authority  of  the  Alberta  Resources  Railway  Corporation  Act,  Chapter 
A- 36,  Revised  Statutes  of  Alberta  1980. 


Note  2     Significant  Accounting  Policies  and  Reporting  Practices 

These  financial  statements  have  been  prepared  in  accordance  with 
generally  accepted  accounting  principles  except  as  follows: 

Railway 

The  railway  asset  is  stated  at  cost  less  an  amount  written  down,  so 
that  the  net  book  value  of  the  railway  asset  is  equal  to  the  amount 
of  the  outstanding  long-term  debt,  net  of  the  carrying  value  of 
sinking  fund  assets. 

Sinking  fund  investments 

Sinking  fund  investments  are  valued  at  cost  less  unamortized 
real ized  net  gains. 

Realized  gains  and  losses  on  disposals  are  considered  to  be  an 
adjustment  of  future  portfolio  yield  and  are  deferred  and  amortized 
on  a  straight-line  basis  over  the  lesser  of  ten  years  or  the 
remaining  term  to  maturity  of  the  disposed  investment. 
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Note  3  Railway 


1986 


1985 


Cost 


$105,310,253 


$105,176,907 


Less  accumulated  writedown 


65,319,036 


55,985,259 


Net  book  value  equal  to  value  of 

net  outstanding  long-term  debt    $  39,991,217       $  49,191,648 


The  railway  asset  comprises  the  cost  of  all  land,  railroad, 
buildings  and  improvements  of  a  capital  nature  paid  for  by  the 
Corporation. 

All  of  these  assets,  except  land  not  required  for  the  operation  of 
the  railway,  are  leased  to  the  Canadian  National  Railway  Company 
(CNR)  under  the  terms  of  an  agreement  dated  October  1,  1965.  The 
agreement  requires  the  payment  of  a  tonnage  rental  to  the 
Corporation  based  on  the  amount  of  freight  "carried  to  and  from  the 
railway".    The  lease  will  be  in  effect  until  January  1,  1990,  at 
which  time  it  may  be  renewed  for  successive  one-year  terms.  The 
agreement  also  provides  CNR  with  an  option  to  purchase  the  leased  assets 
at  approximately  $161  million  on  December  31,  1986  (1985  $159  million). 


The  contribution  has  been  made  out  of  a  supply  vote  of  the 
Department  of  Transportation  and  Utilities. 

An  amount  has  been  included  in  the  1986-87  supply  vote  to  enable 
the  Corporation's  deficit  brought  forward  from  1984  to  be 
eliminated  as  at  March  31,  1987,  and  the  note  payable  to  the 
Provincial  Treasurer  for  $163,859  to  be  retired. 

The  supply  vote  for  1987-88  of  the  Department  of  Transportation  and 
Utilities  includes  an  amount  of  $7,850,000  to  provide  financial 
operating  assistance  to  the  Corporation. 


Note  4     Contribution  by  the  Province  of  Alberta 
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Note  5     Long-Term  Debt 

The  long-term  debt  of  the  Corporation  not  held  by  the  Provincial 
Treasurer  is  fully  guaranteed  by  the  Province  of  Alberta. 

Debentures  amounting  to  $25,000,000  held  by  the  Canada  Pension  Plan 
Investment  Fund  are  redeemable  at  the  option  of  the  Minister  of 
Finance  of  Canada  by  giving  six  months  notice  in  writing  to  the 
Provincial  Treasurer  and  observing  the  other  redemption  provisions 
of  the  debentures. 


Note  6     Administration  Costs 

Salaries  of  Treasury  Department  staff,  accommodation  and  other 
overhead  costs  incurred  in  the  administration  of  the  Corporation 
have  been  borne  by  the  Province  of  Alberta  and  are  not  reflected  in 
these  financial  statements. 


Note  7     Contingent  Gain 

The  Corporation  has  a  two- thirds  claim  on  the  proceeds  less  costs 
of  a  future  disposition  of  12.98  acres  of  land  situated  in  the 
centre  of  Grande  Prairie  following  development  of  the  land  by  the 
City  of  Grande  Prairie.    Costs  comprise  all  amounts  expended  by  the 
City  of  Grande  Prairie  in  purchasing,  developing,  improving  and 
selling  or  otherwise  disposing  of  the  land.    The  timing  of  the 
development  is  uncertain  and  may  not  take  place  in  the  short  or 
medium  term. 


An  estimate  of  the  amount  of  the  contingent  gain  cannot  be  made  at 
December  31,  1986.    However,  any  amount  due  to  the  Corporation  as  a 
result  of  a  disposition  of  the  land  will  be  credited  to  revenue  in 
the  year  of  disposition. 


Note  8     Comparative  Figures 

The  1985  figures  have  been  reclassified  where  necessary  to  conform 
to  1986  presentation. 


Note  9     Approval  of  Financial  Statements 

These  financial  statements  have  been  approved  by  management. 
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Schedule  1 


Held  By 


Debentures: 
Canada  Pension  Plan  Investment  Fund 


Alberta  Municipal  Financing  Corporation 


Total  debentures 

Notes: 
Provincial  Treasurer 


Total  1986 
Total  1985 


Debentures  held  by  Canada  Pension  Plan  In 
These  debentures  and  notes  payable  on  dem 
anticipated  that  in  the  event  that  the  ho' 
the  payments  in  excess  of  sinking  fund  co 
refinancing. 


Sinking  Fund 

Assets 
(Schedule  2) 


$  2,840,545 
3,044,107 
2,677,903 
1,437,366 
2,949,319 

12,949,240 


12,949,241 
10,359,392 

23,308,633 

36,257,873 

2,191,082 
$38,448,955 

$54,248,524 


Long-term 
Debt 


$  2,643,455 
2,832,893 
2,492,097 
1,337,634 
2,744,681 

12,050,760 


12,050,759 
9,640,608 

21,691,367 

33,742,127 

6,249,090 
$39,991,217 

$49,191,648 
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Schedule  2 


ALBERTA  RESOURCES  RAILWAY  CORPORATION 


SCHEDULE  OF  SINKING  FUND  ASSETS 


DECEMBER  31,  1986 


Investments 
At  cost 
Bonds 

Government  of  Canada 
Provincial  (Note  A) 
Corporate 


Bond  coupons  and  residuals 
Government  of  Canada 

Mid-term  money  market  securities 


Less  unamortized  realized  net  gains 


Cash 

Accrued  interest  receivable 
Total  1986 


$13,814,843 
198,979 
1,125,000 

15,138,822 


19,922,130 

496,423 

35,557,375 
2,765,860 

32,791,515 
5,077,378 
580,062 

$38,448,955 


Total  1985 


$54,248,524 


Note  A     There  are  no  bonds  of  the  Province  of  Alberta 

B     The  market  value  of  the  total  sinking  fund  assets  at  December  31, 
1986  was  $43,777,954  (1985  $59,261,379). 
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